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COMMODITY FUTURES TRADING COMMISSION
Efforts to develop a domestic commodity options program were scrapped last week
after more than three years of work when the Commission voted not to send
out proposed rules for comment and directed its staff not to spend any more
time or resources on the project. The vote was made when it became evident
that the four CFTC Commissioners would not be able to reach a compromise
over the disputed customer suitability rule. All other issues had been
resolved by the Commission in pursuance of its plan to launch a three-year
pilot program permitting restricted trade in commodity options. CFTC
staff has proposed that each commodity exchange wanting to trade options
draft its own customer suitability rule to screen prospective options
buyers. Such rules would have set minimum financial and knowledgeability
standards for options buyers, subject to Commission approval.
COMMUNITY SERVICES ADMINISTRATION
A final rule issued by the Administration on the emergency energy conservation
program appeared in the 9/4/79 Fed. Reg., pp.51780-90. The rule details
how these energy funds will be allocated and sets forth project application
and post grant requirements. Written comments will be accepted through
9/19/79 and the rule becomes effective as of 10/4/79. For additional
information contact Edward Freel at 202/254-6110.
FEDERAL RESERVE BOARD
Competition between banks, savings and loan associations, and credit unions will
likely continue, despite an earlier ruling of a U.S. Court of Appeals. In
April, the Court decided that Federal regulatory authorities were illegally
allowing three separate and distinct types of financial institutions,
created by Congress to serve separate needs, to rapidly become operations
offering virtually identical services to the public, without the benefit
of Congressional consideration and statutory enactment. Noting that substantial
capital investment had already occurred and that their ruling would affect
billions of dollars in deposits in the affected institutions, the Court
broadly hinted that Congress might consider new legislation which would enable
these services to continue. Returning from the August recess, the House
Banking Committee approved HR 4986 by a vote of 35-4 in an attempt to
statutorily reverse the Court decision, and allow negotiable orders of
withdrawal at all depository institutions, remote electronic service devices
for savings and loan associations, and credit union share drafts which
depositors can make to third parties and which critics have characterized
as interest-bearing checking accounts. The Senate Banking Committee is
scheduled to mark-up it’s own version of this bill on 9/12/79. The effective
date for the Court imposed prohibition is 1/1/80.
A series of educational pamphlets on the structure of the Federal Reserve
System is now available for public distribution. The four pamphlets,
which describe the organization and functions of the major policy-making
units of the nation's central banking system, are: The Board of Governors
of the Federal Reserve System; The Federal Open Market Committee; Federal
Reserve Banks; and Federal Reserve Bank Board of Directors. Copies of the
pamphlets may be obtained free of charge by writing to: Publications
Services, Board of Governors of the Federal Reserve System, Washington, D.C.
20551.
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The report of the President's Inter-Agency Task Force on Regulation Q has been
released. The Task Force was established to "examine the nation's deposit
interest rate control system and its effect on the flow of funds to housing,
the viability of depository financial institutions, the holders of small
deposit accounts, and the overall efficiency of our financial system,"
according to Task Force Chairman and Treasury Secretary G. William Miller.
The efforts of the Task Force provided the basis for recommendations made
by President Carter in May for the phase out of interest ceilings on savings
deposits, interest-bearing transaction accounts, and expanded lending power
for Federally-chartered savings institutions. Entitled "Deposit Interest
Rate Ceilings and Housing Credit," the report covers the following topics:
a history of interest rate ceilings; interest rate ceilings and disinter
mediation; disintermediation, rate cycles and secondary mortgage markets;
the effects of disintermediation on the financial system; the liability
structure of thrift institutions; and the asset structure of thrift
institutions. Copies of the report are available for $6.00 each from the
GPO (S/N 041-001-00188-3).
NATIONAL CREDIT UNION ADMINISTRATION
An interpretation of investment activities has been issued by the NCUA (see the
8/31/79 Fed. Reg., pp.51195-200). NCUA has published final rules to restrict
Federal credit unions from engaging in certain investment activities which may
be unauthorized, unsafe or unsound. In addition, it has established certain
accounting procedures for permissible investment activities. These accounting
procedures will be reflected in future changes to the Accounting Manual for
Federal Credit Unions. Among the topics covered are cash forward agreements
to purchase and sell securities, investment-type and loan-type repurchase
transactions, reverse repurchase transactions, and commitment fees. This
ruling is effective as of 8/31/79. For more information contact Robert
Schafer at 202/254-8760.
SECURITIES AND EXCHANGE COMMISSION
Applications are new being accepted for the Professional Accounting Fellow
program. Two individuals will be selected in early 1980 for two-year terms
to begin in the late spring. Candidates should have one or two years'
experience at the manager level in a public accounting firm, or in an
organization which provides equivalent experience (teaching accounting at
the college level would also qualify). Specific work assignments typically
include the study of significant accounting and disclosure issues or concepts,
the public announcement of the results of rulemaking procedures, evaluation
of current reporting by registrants, and liaison with various governmental
and private professional accounting groups.
Applicants are required to submit background information and an essay
on any accounting subject of interest to them and germane to the SEC. An
announcement describing the program is available from the Office of the Chief
Accountant, SEC, 500 N. Capitol Street, Washington, D.C. 20549.
A proposed rule that would allow companies to sell up to $2 million of securities
without registration was approved at an open meeting on 9/5/79. The proposed
rule would allow a corporation to sell up to $2 million of securities in a
six month period to an unlimited number of institutional investors, purchasers
who invest at least $100,000 and no more than 35 other investors. Under the
proposal companies would not be required to provide certain financial information
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to purchasers. It is expected that comments will be specially sought on
the issue of the types of information that companies should furnish to
investors. It is expected that the proposed rule will be released this
week.
The quality and desirability of the disclosures made under the existing Guides
61 and 3 "Statistical Disclosure by Bank Holding Companies" is the subject
of a release requesting public comments (see Rel. 33-6115). The Commission
stated that the experience of registrants and users of the information
would be examined to see whether the new disclosures made under the Guides
are necessary and appropriate. The purpose of the release is to implement
that examination function. Comments are sought by 10/30/79. For more
information contact William H. Carter at 202/272-2604.
An updated list of major rulemaking and related regulatory matters likely to
be considered or completed by the Commission has been issued (see Rel. No.
33-6117). The list includes a section on accounting related initiatives.
Among the matters listed are: review of Regulation S-X; Management Reports;
Reporting on Internal Accounting Control; Presentation in Financial Statements
of Preferred and Common Stocks; Proposed Oil and Gas Supplemental Earnings
Summary; and Report on the Accounting Profession. The release also notes
new matters considered by the Commission: Scope of Services by Independent
Accountants; Disclosure Requirements Affecting Oil and Gas Procedures; and
Proposed Rules Concerning Accountants Liability Under Section 11(a) of the
Securities Act of 1933 for SAS No.24 Reports. For further information contact
Christine Delaney at 202/272-2600.
Note to our readers: All the SEC's telephone numbers have recently been changed.
Complimentary copies of the new directory are now available. A copy can be
obtained by sending 9" x 12" 50-cent stamped, self-addressed envelope to the
SEC, 500 N. Capitol Street, Washington, D.C. 20549, Attention: Publications
Section. Due to a limited supply, only one copy can be provided to each
business or firm.
SMALL BUSINESS ADMINISTRATION
The SBA has generally failed to implement recommendations contained in a series
of General Accounting Office reports made in 1975 and 1976, according to a
report recently released by the GAO. The report, entitled "Efforts to Improve
Management and Small Business Administration Have Been Unsatisfactory — More
Aggressive Action Needed," concludes that "although SBA agreed with many
of the recommendations made in the earlier series of the reports, it has been
slow to implement them." Among the specific areas where insufficient progress
has been made are personnel, financial, and management control functions of
the agency. Single copies of the report (S/N CED-79-103) are available free
from the GAO by calling 202/275-6241.
TREASURY, DEPARTMENT OF
An estimated $135 billion of unreported income in 1976 was the subject of a
report just released by the IRS and congressional hearings held by the House
Government Operations Consumer and Monetary Affairs Subcommittee. The IRS
study, entitled "Estimates of Income Unreported on Individual Income Tax
Returns," found that in 1976 individuals failed to report about $13 to $17
billion of income tax due on about $75 to $100 billion of unreported income
from legal sources. In addition, the IRS estimated that $6 to $9 billion in
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taxes was not paid on $25 to $35 billion of unreported individual income from
criminal activities. The IRS concluded that about 92 to 94 percent of income
from legal sources is reported. Copies of the IRS report (Pub. 110419-79)
are available from the IRS by calling 202/566-4504.
Questioned at the hearings by Subcommittee Chairman Rosenthal (D-NY) on
the "underground economy" IRS Commissioner Kurtz noted that steps are planned
to increase compliance with tax returns at the time returns are selected for
audit; a new program to allow the examination and verification of questionable
withholding exemption certifications is planned; and to aid in detecting
those who conceal substantial cash income, the Treasury Department is making
improvements in using currency transaction reports and reports for foreign
bank and financial accounts.
Arthur J. Dixon, Chairman of the AICPA Federal Tax Division, submitted
a statement to the subcommittee concerning the "underground economy". Dixon
commended the IRS for its in-depth study and urged that the IRS be provided
with resources to adequately address the problem. Dixon noted that the
AICPA is committed to supporting an effective self-assessment system of
taxation which has the confidence of the people. "We would be opposed to
increasing the already substantial burdens of CPA tax return preparers",
he stated. "A variety of civil, criminal and professional association
sanctions apply where a CPA is not fulfilling his or her obligation to the
public, and we believe that the CPA is now as much involved as is appropriate
to assure compliance by his clients," Dixon concluded.
Anyone wishing to receive one free copy of the AICPA's statement on the
"underground economy" may do so by contacting the AICPA Washington Office
at 202/872-8190 ext. 47 and requesting Document 28-1 prior to 9/19/79.
Legislation extending the ban against the IRS issuing regulations on taxing
certain employee fringe benefits from the end of 1979 until the end of
September 1980 was passed by the Senate on 9/6/79. The bill (HR 4393) on
Treasury Department and Postal Service appropriations was amended by the
Senate to extend the moratorium on any IRS action on the controversial
fringe benefit taxation question. In addition, the Senate included an
amendment prohibiting the IRS from establishing new procedures on tax
exemptions for private schools. The bill now goes to a House-Senate
conference.

For additional information contact:
Steven Woolf, Susan Retter, Teresa Travers or Nick Nichols
202/872-8190
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